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Defendants, Illinois Governor Pat Quinn, et al.,.by their counsel, Illinois Attorney General

Lisa Madigan, (l) appeal to the Supreme Court, pursuant to Supreme Court Rute 302(a), frorn tlre

circuit court's November 21,2014 order, as supplemented by the circuit court's November 25,2014

findrngs pursuant to Supreme Courl Rule l8 (copies of which are attached as Exhibits A and B)

(collectively, the "Judgment"), which, among other things, (a) entered judgment in favor of all of

the plaintiffs in these consolidated cases on their claims that various provisions of Public Act 98-599

(the "Act") violate the Pension Clause of the lllinois Constitution (art. XIII, $ 5), (b) declared the Act

void in its entirety, and (c) entered a frnding pursuant to Supreme Court Rule 304(a) that tlrere is no

just reason to delay enforcement or appeal; and (2) request (a) reversal of the Judgrnent, (b) rentand

for the purposes of addressing the merits of all of tbe plaintiffs' claims, including the merits of the

plaintiffs' Pension Clause claims in light of the affirmative matter alleged in the defendants'

answers, and (c) such further relief as is warranted.

Respectñrlly submitted,

LISA MADIGAN
Attorney General of Illinois

I

By:

Brent D, Stratton
R. Douglas Rees

Gary S. Caplan
Richard S. Huszagh
Assistant Attorneys General
100 W. Randolph, l2th Floor
Chicago, Illinois 60601
(312) 8r4-2s87

Josh D. Ratz

As3'istant Attomey General
100 W. Randolph, l2th Floor
Chicago, Illinois 60601
(3 l2) 8 r4-2s81
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F¡LHÐ
IN TIÍE CIRCInT COURT FOR TITO SEVENTH JIIDICTAT

SANGAMON COTJNTY, ILLINOIS

_ __[ov 2t i.r,t4 FAM r
CTRCI.IIT

4¿,*/ Eis,,Hi
IN RE: PENSION LITIGATION ) No. 2014 MR I

) Hon. John W, Belz

)
ORDER

Tbís matter comes before tbe Court in these consoüdated cases on the plaintiffs' jointmotion

for partiai sunmary judgment, tbe /SEl, RSEA, Heaton anð Harrison plaintiffs' joint motion for

judg¡nent on the pleadings a.s to the affirmative defense, or i¡ the altemative. to strike the affi,rmative

deferxe, arrd thc SUAA plaintiffs' motionto strike the affrmative defense (the "Plainti-ffs' Motions").

The plaíntiffs inthese wnsolidated oases allege thet Public Act 98-0599 (the "Act") violates

the Pension hotection Clause of the Illinois Constitution (Article )(III. $5) and that the Act is

r¡nconstitutional and void in its entirety. [n their affim¡ative defpnse. the Defeudants assert that th.e

Act is justified es an exercise of the State's teserved sovereign powers or police powers. The Court

hereby rules in favor of tle plaintiffs on each motion and further finds and orders æ follows:

l. The Pensíon Protection Clatue ofthe lllinois Constitution states: "Membership tn ury

pension or retirement system of the Statc, any unit of local government or school disnict, or any

agency or instrurnentality thereof, shall be an enl'orceable conEach¡al relati.onship, the benefits of

which shall not be diminished or impairecl." (llinois Constitution, Article XIU, $5.) This

constitutional langrrage is "plain" and '1¡nambiguous," and. thereforp, the Pension Protection Clause

is"giveneffectwithoutrcsorttootheraidsforconstruction] Kanen)av,Weents,2Ol1.lL ll58ll,

'1111 36, 4l-42. Under the Pension Protection Clause, "it is clear that if something qualifies æ a

belrefit of the enfo¡ceable conbzctual relationship resulting from membership in one of the State's

pension or retirement systems, it cannot'be dírni¡jshed or impaired." /d., fl 38. Tbe lllinois

EXHIBIT A
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tegislatrue could not bave been morc cleu that æy attempt to dimi¡ish or impair pension rights is

unconstttr¡tional.

2. The Court finds that, on its facc, the Act impairs and diminishes the benefits of

membenhip in State retirement systems in multiple ways, including the following:

a, The Act adds new lurguage to tbe Pension Code which provides tbat on o¡

afrer the Act's ef[ective date, the 3% compor¡nded autornatic annual increæss (AAIs) that have been

standated by the Peruion Code for many years shall instead be "calculated as 3%of the lesser of (l)

the total aûnuity payablc at thc time of the increase, including previous increæes granted. or (2)

$1,000 multipliecl by the number ofyears of creditable sEwice upon which the annuity is bæcd , . . ."

See the Act's amendments ùo 40 ILCS 512-ll9.l(a-l).40 ILCS 5/1.5-136(d-l),40 ILCS 5/16-

133.1(a-l); sec also the Act's amendments to 40 ILCS 5/14-1.14(a-l). Tlre dcfendants admil that

these amendments willreduce the eru amounls that certain pension system menbers receive. See,

e,g,.fuiswertoH.eatonAmendedComplaint,1lI43,45,47^5l,55,57,61.65tAnswertoHarris¿¡n

Complaint llfl 93-96, I 33-1 40.

b. The Act also provides that State retirement system membe¡s who have not

b.gu¡r to receive a retiremcnt annuíty before July I ,2014,wi11 receive no ,{AI at all on alternating

years for varying lengths of time, depending on their age. See the Act's amendments to 40ILCS 5/2-

l19.l(a-2),40 ILCS 5/14-114(a-2).40 ILCS 5/1s-136(d-2).40 ILCS sl16-133.1(a-2). TÏe

defendants admit that these a¡nend¡nents will'reduce the AAI amounts that certain pension system

members receive. See. ø.g,, Answø lo Heaton Amended Complaint; tlI 13, 47,51,57.61.65;

futswe¡ to Harrison Complainq tlgS; Answer to SUAAAmended Complaint,l1ll 14245,

c. The defendants admit that Public Act 98-0599 also imposes a ngw cap on,the

2
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pensionable salary of members of certaín State retirement systems, See. e.g, the Act's amendments

to 40ILCS 5ll6-l2li see also, e.9., A-nswetto Harrisrx Complai¡t, ï11 100-04; Answer la Healon

Amended Complaint, 1lf 49, 67. That cap is the greater of: (l) the salary cap that previously applied

only to members who joined the reúrement system on or after Jaur¡ary 1, 201 l; (2) the membet's

an¡lualized salary as of Jr¡ne l, 2014; or (3) the member's a¡nualiz.ed salary immediately preceding

the expiration, renewal. or amendoent of a¡ employment conüact or collective bargaining agreement

in effcct on June l, 2014. See the Act's amendments to 40 ILCS 5/14-103.10(h), 40 ILCS 5/15-

I I l(c),40ILCS 5116-12l; see also the Act's amend¡nents to 40ILCS 512-108. The new cap will

reduce annuity payments. which are ba-sed i¡ pa¡ on a pension system member's pensionable salary.

d. Publíc Act 98-0599 also raises the ¡ethement age formembers of cenain State

reti¡ement sygt€ms on a sliding scale based upon one's agc, See the Act's a¡nendments to 40ILCS

5/2-119(a-l),40ILCS 5ll4-107(c),40ILCS5/15-135(a-3),40ttCS5/16-132;seealso,eg.,Answer

lo Ildrrison Complaint,Iti 106-07; fuiswer to Heaton Amended Complain! Ttl 43, 52. 58, 62,66;

Answer to SUAA Amendecl Complaint,ll68.

e, The Aôt also alærs'the mèthod for determining the 'effective rate of interest'

ured to calculate pensions for members under the money-pulchase formuJas included in Articles I 5

and 16 ofthe Pension Code." See Defendauts'Afñr:tnative Matter,T l0;A¡swerto SUA4 Amended

Complaint, t[t] 64-67; see also the Act's amendrnents to 40 ILCS 5/15- 125 and 40 ILCS 5/16-1 12, It

is unoontested that this change. too, would reduce pension annuity payments,

3. The Act without question diminishes and impain thc benefir ofmembership in State

reti¡ement systerns' Illinois Coufls bave consistcntly held over time that the lllinois Pension

Clause's protection against the diminish¡nent or impairment of pension benefits is absolure and

3
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without exception. The Illinois Supreme Cou¡t hæ "consistently invalidated amendment to the

Pension Code where the result is to díminish benefits." McNamee v. State. 173 lll, 2ð 433,445

(1996). In their afürmative tnatter, the <lefendants assert that tle Act is nonetheless justified æ an

exercise of the State's reserved sovereign powers or police powers, Tlte Court finùs æ a matter of

law that the defendants' afìñrmative matter provides no legally valid defense. The Court "may not

rewrite the pension protection clawe to include restrictions and limitations that the drafiprs did not

express a¡d the citizeru of Illinois did not approve," Kaner1ta,z}lf ÍL l 158I I, 1[ 4l. The Pension

Protection Cl.ause contains no exception. restriction or limitation for an exercise ofthe StatB's policc

porvers or reserved sovereign powers, Illinois sotuts, therefore, have rejected the argurnent that the

State retai¡s an implied or rese¡¡ed power to dirninish or impair pension beuetits. See Felr v, .Bd, of

Tntslees of Judges Retirement,Systent,l0T lll.zd t 58, 167-68 (1985) (holdine that. to recognize such

apower, "we would have to ignore the plain language of the Constirution of lllinois"); Kraur v, Bd.

ofTrustees of Police Pension ltund qf vitt. of Niles,72lll.App.3d 833,851 (1979).

4. Because the Act diminishes and impairs pension benefits and there is no legally

cognizable affi¡o¿tive def,ense, the Court mud conclude that the Act violates 0:e Pension Protection

Clatue of the lllinois Constinrtion. The Court holds that Public Aot 98-0599 is unconstitutional,

5. The Act contains a "[sleverability and inseverability" clause. See Public Act 98-

0599, $97. Tbat provision ståtes that the Act's changes to 39 distinct sections and subseaions of

væioru statutes "a¡e mutually dependent and inseverable from one auother," but that the ¡\ct is

swerable æ a general proposition, /d, That list of39 inseverable provisíons inclucles certain ofthe

bcnefit-reduction provisions that this Conrt hæ held to be unconstitutional, Therefore. all 39

provisions identifed in the Act's "[s]everabiliry and inseverabiliry" clatue mrxt fail. Thosc

4
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inscverable provisions are sipiriificant to the overall opøation of the Act, They include. forexample,

the Àct's mechanism for supposedly gua¡uteeing frurding of the State pension systems. See Public

Act 98-0599, $9?. In addition, "severability" Ianguage is not dispositive. Notwith.qtanding the

presence of a severability clause, legislation is not severablc where, æ bere, it is a l¡road legislative

package intended to impose swceping changes in a subjeot area, and tbe r¡rconstitutional provisions

of thatpackage are important elements of it. See Cíncinnati Ins. Co, v. Chapman. 181 lll.2d 65,81-

86(199E)¡seealso ßestv.TaylorMach,llorlu,l79lll.2d367,459-67 (1997). TheAct'sprovisions

"a¡e all part of an integral bipartisan package." See 98tb lll. Gen. Assem.. Senate Pm.. Dec, 3.201 3,

at 4 (Sen. Raoul). The Cou¡t holùs that Public Act 98-0599 is inseverable and void in its entirety,

6. The defendants h.ave attempted to ct:eate a fachral recorcl to the effect thot. if a

reserved sovereign power to diminish or impair pensions existed. the facts would justiS an exercise

of tbat power. The defendants can cite to no lllinois cæe that wouJd allow this affirmativs defense.

Because the Conrt finüs that no such power exists, it need not and does not reach the issue of

whetbsr the facts would.iu$iry the exercise of such a power if it existed, and the Court will not

require thc plaintiffs to respond to the defendans' evidentiary submissions, The plaintiffs having

obtained complete relief, tbe Cor¡rt also need not address at this tirne the plaintiffs' addition¡l clainrs

that the Aot is unconstitutional or illegal on other ¡younds, See Kqnema,2}l4 IL t l58l l, !J 58. In

sunslary, the State of lllinois made a constitutionally protected promise to iu employees concerning

their pension benefits, Under eståblished and uncontroverted Illinois law, the State of Ilhnois cannot

break this prornise.

WHEREFORE. the Court orders as follows:

a- The Plaintiffs' Motions a¡e $anted. The def.enda¡ts' cross-motion for summary
juctg¡nent is denied, with projudice. bccause the Cor¡¡t finds that there is no police power or reserved

5
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sovereiBn powcr to diminish pension benefits. h.u.su¿nt to 735 ILCS 5n-701, the Court enteIs a

fìnal declaratory judgment thot hblic Act 98.0599 is u¡constitutional and void in its entirety;

b, The temporary restraining order urd preliminary i4junction entered previously in this

cæe is hereby made permanent. The defendants are permanently enjoined from enforcing or

implementing any provision of Public Aa 98-0599t

c. ft¡¡suan[ to llli.nois Supreme Court Rule 304(a), the Court finds ttrat there is no just
re¿¡son for delaying either enforcement of this order or appeal ol both.

Date ENTERED

tt tlill

Judge 'ü, Belz

6
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IN TTIE CIRCUIT COURT FOR THE SEVENTH JUDI
SANGAMOT\ COUNTY I LLTNOIS

IN RE: PENSION LITICATION
No.20l4 MR I

Honorable Jolm W. Belz

Illinois Supreme Court Rule 18 Findings

On November 2l ,2014, this Court entered an order granting pìaintiff.s' joint motion for

partial sulnrnary judgmerrt, gfanting plaintiffs' joint rnotion for judgment on the pleadings on

defendants' affirmative defense and the SUAA plaintíffs' motion to strike defendants'

affrrmative defense, denying defèndants' cross-motion for summary judgnent, perrnanently

restiaining enf'orcement or implementation of the Act, and finding that no just reason to delay

enforcement or appeal of the order existed. Because the November 2 I , 201 4 orcler, lvhich is

incorporated herein by ref'erence, invalidated a state statute, the Court enters these frndings

pursuant to'l'll'inois Supreme Courl Rule I B:

l. ,Public Act 98-0599 (the "Act") is unconsti.tutional ln its entirety;

2. The Aot violates the Peirsion Protection Clause of tlle Illinois Constitution, Ill. Const.

art. XIII" $ 5;

3. The Act is unconstitutional on its face;

4. The Act cannot be reasonably construed in a rnanner that would preserve its validity;

5. The fi¡ding of unconstitutionality of the Act is necessary to the judgment rendeled

qd such judgment cannot rest upon an alternative ground; ancl

6. The notice required by lllinois Supreme Court Rule l9 has been served and those with

such notice have been given adequate tirne and opporrunity under the circumstances to defend

the Act.

Enter:

)

)
)

EXHIBIT B
SR9
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Certificate of Filing and Service

I, Joshua D. Ratz, an attorney, hereby certify that on November 26,2014, the foregoing

Notice of Appeal was filed in the Circuit Court for tbe Seventh Judicjal Circuit, Sangamon

County, and that true and correct copies of the foregoing Notice of Appeal were served by

electronic mail and by United States Mail, hrst class postage prepaid, upon aìl counsel of record

as follows:

J S tevens @ freeb orn. com

Gino L. DiVito
John M. Fitzgerald
Brian C. Haussmann
Tabet DiVito & Rothstern LLC
209 S. La Salle Street

7th Floor
Chicago, Illinois 60604

JFitzgerald @tdrl awfrrm, com

John E. Stevens

Freeborn & Peters LLP
217 East Mon¡oe Street
Suite 202

Springfìeld, Illinois 627 0I

John M. Myers
Barbara K. Myers
Rabin & Myers, PC
1300 South 8th Street
Springfield, Illinois 62703

JMyers I 95 I @gmail.corn

Donald M. Craven
Esther J. Seitz
Donald M. Craven, P.C.
1005 North Seventh Street

Springfi eld, Illinois 62'7 02

don@cravenlawoffi ce. com

Michael D. Freebom
John T. Shapiro
Jill. C. Anderson
Freebom & Peters LLP
3l I South 'Wacker Drive
Suire 3000
Chicago, Illìnois 60606

Aaron B. Maduff
Michael L. Maduff
Walker R. Lawrence
Maduff & Maduff, LLC
205 North Michigan Avenue
Suire 2050
Chicago, Illinois 60601

abm aduff@m aduffl aw. com

Michael T. Reagan

633 LaSalle St., Suite 409

Ottawa, tL 61350

mreagan@reagan- I aw. conr

Jo D. Ratz
stant Attomey General

500 South Second Street
Springfìeld , n- 62706
Phone: (21'Ì) 782-2077
Fax: (217) 524-5091 SR 1O

JSh ap iro@freeb orn. com
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FITED
IN THE CIRCUIT COURT FOR THE SEVENTH JUDICI

SANGAMON COUNTY ILLINOIS

2 õ,20t4 cfv,l

of üeClerk

IN RE: PENSION REFORM LITIGATION
No.2014 MR I

Honorable John W, Belz

Motion for Entrl of Findings Required by lllinois Supreme Court Rule l8

Illinois Suprenre Court Rule l8 provides that a "court shall not find unconstitutional a

statute, ordinance, regulation or other law" unless the court makes certain required frndings,

enumerated in Rule 18, "in a w¡itten order or opinion, or in an oral statement on the record that is

transcribed." Pursuant to Section 2-1203 of the Code of Civil Procedure (735 ILCS 5/2-1203),

Defendants respectfully request the Coul to enter an order providing the required Rule l8

findings, In support of this motion, Defendants state as follows.

L On November 21, 2014, the Court entered an order declaring that "Public Act 98-

0599 is unconstitutional and void in its entirety." The Cou¡t's order largely adopted the language

of a draft order that Plaintiffs' counsel had submitted in advance of the November 20 hearing.

(Ex. A.) Neither Plaintiffs' proposed draft order nor the order entered by the Court coniained the

findings required by Supreme Court Rule 18.

)
)
)

Courl

2. Addressing the importance of Rule l8's requirements, the Supreme Court declared in

Bryant v. Board of Election Commissioners of City of Chicago,224lll.2d 473, a77 Q007):

Constitutional questions should only be reached as a last resort. /¡l
re E.H., zz4 |r.2d l7?,178 (2006). So imporranr is this principle
that before a circuit court takes the extraordìnary step of declaring
legislation unconstitutional, our rules now require that the circuit
court state in writing that the fìnding of unconstitutionality is
necessary to the decision or judgment rendered and that iuch
decision or judgment cannot rest upon an altemate ground. 210
Ill.2d R. l8(c)(a). A circuit court judgment which fails-ro adhere ro
this requirement may be summuilyiacated and remanded. In re
8.H,,224 il1. 2d ar l7g.

SR 11
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3. Defendants have submitted with this motion proposed "lllinois Supreme Court Rule

l8 Findings" that provide each of the findings required by Rule 18. (Ex. B.) Defendants have

addressed this issue with Plaintiffs' counsel, who have agreed to the form of the proposed

findings. After the Court enters those frndings, Defendants intend to take a prompt appeal so that

the important issues raised by this case may be fully resolved without unnecessary delay.

WHEREFORE, without prejudice to their objections to the merits of the Court's rulings

on the parties' claims, Defendants respectfully move for the Court to enter the proposed Rule l8

findings, or to modify the Court's November 21,2014 order to contain the fìndings required by

Supreme Court Rule 18,

Respectfu I ly Subm ined,

LISA MADIGAN
lllinois

I for
Brent D, Snanon
Richa¡d S, Huszagh
R. Douglas Rees

Gary S. Caplan
Joshua D. Ratz
Assistant Attomeys Ceneral
100 W. Randolph Street, l2th Floor
Chicago, lL 60601
3 t2.8 t4.3498

November 25,2014
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Huszaqh, Richard S.

From:
Sent:
To:
Cc:

Subject:
Attachment¡:

Jo h n Fitzgerald <jfitrgerald@TDRLAWFIRM,co m >

Tuesday, November 18, 2014 3:02 PM

' marybthe@co,sanga mon,il.us'

Rees, Doug;Stratton, Brent; Huszagh, Richard S,;Caplan, Gary;

don@cravenlawoffice.com;'Esthèr Seitz' (esther@cravenlawoffice,com); jmyers195l

@gmail.com;Gino L, DiVito; Brian Haussmann;Jack Barber; Uri Abt;

abmaduff@madufflaw.com; mlmaduff@madufflaw,com;'Walker Lawrence'

(wrlawrence@madufflaw.com); Shapiro, John T. $shapiro@freeborn.com); Stevens,

John E,0stevens@freeborn,com); Freeborn, Michael D. (mfreeborn@freeborn.com)

In re Pension Litigation (No, 2014 MR 1): plaintiffs' proposed order
plaintiffs' proposed order 11.18.14,doc

Dear Ms. Evans:

Per your emailto John Shapiro of November 1Oth, attached please find the plainliffs' proposed order in lhe
consolidated pension litigation (No. 2014 MR 1).

Sincerely yours,
John Fitzgerald

John M. Fllzgerald
Partnst

Tabet DiVilo & Rothsleln LLC
The Rook€ry Bdldlng
209 Soulh Lasdlo St., 7th Floor
Chlcago, lllinois 60604
(31 2) 762-9478 TelBphone
(3 1 2) 7 62.94 5 1 Facslmila
ifitzoeral d@td rl ãì¡ì/lì rm,com

Thismessagelsforlhesoleusooltheintandedrecip¡entandmaycontalnlnlormetionlhat¡sprivilegedand/o¡confldentiel. lfyouarenottha¡ntendedreclpientol
this message, please delgtslhe messsgs lmmedialdy end cqttact the sènd6r, Thank yorJ.

This email has been scanned for email related threats and delivered safely by Mimecast
For more information please visit

Exhibit A
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TN TTTE CIRCUIT COURT FOR THE SEVENTH JUDICIAL CIRCUIT

SANGAMON COUNTY' ILLINOTS

IN RE: PENSION LITIGATION No, 2014 MR I
Hon. John W. Belz

IPROPOSEDI ORDER

This matter comes before the Court in these consolidated cases on the plaintiffs' joint motion

for partial summa¡y judgment, the /SEl, RSEA, Heaton and Harrison plaintiffs' joint motion for

judgment on the pleadings as to the affi¡mative defense, or in the aliemative, to strike the affi¡mative

defense, and the SUAA plaintiffs' motion to strike the affirmative defense (the "Plaintiffs' Motions").

The plaintiffs in these consolidated cases allege that Public Act 98-0599 (the "Act") violates

the Pension Protection Clause of the Illinois Constitution (Article XIII, $5) and that the Act is

unconstitutional and void in its entirety. The Court hereby rules in favor of the plaintiffs on each

mot¡on and further hnds a¡d orders as follows:

I , The Pension Protection Clause of the Illinois Constitution states: "Menbership in any

pension or retirement s)'stem of the State, any unit of local government or school district, or any

agency or instrumentality thereof, shall be an enforceable contractual relationship, the benefits of

which shall not be diminished or impaired." (lllinois Constitution, futicle XIII, ts5.¡ This

constitutional language is "plain" and "unambiguous," and, therefore, the Persion Protection Clauæ is

"given effect without resort to other aids for constructio î! Kanerva v. Weems,2014ll I I 58 I I , fll

36, 4l -42. Under the Pension Protection Clause, "it is clear that if something qualifìes as a benefit of

the enforceable contractual relationship resulting from membership in one of the State's pension or

retirement systems, it cannot be diminished or impaired.', Id., f 38.

2. The Court furds that, on its face, the Act impairs and diminishes the benefits of

)

)
)
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membership in State retirement systems in multipte ways, including the following:

a. The Act adds new language to the Pension Code which provides that, on or

after the Act's effective date, the 3% compounded automatic annual increases (AAIÐ that have tren

mandated by the Pension Code for many years shall instead be "calculated as 3% of the lesser of (l)

the total annuity payable at the tirne of the increase, including previous increases granted, or (2)

$1,000 multiplied by the number of years of creditable service upon which the annuity is based . , , ."

See the Act's amendments to 40 ILCS 512-ll9.l(a-l),40 ILCS 5/15-136(d-l),40 ILCS 5/16-

133.1(a-l); seealsotheAct'samendmentsto40 ILCS5/14-ll4(a-l). Thedefendantsadmitthat

these amendments will reduce the AAI amounts that certain pension system members receive. See,

e.g.,AnswerloHeatonAmendedComplaint,l[143,45,47,51,55,57,61,65;AnswerloHaruison

Complaint, fl'tl 93-96, 133-140.

b. The Act also provides that State retirement system menrbers who have not

begun to receive a retirement annuity before July l, 2014, willreceive no AAI at allon alternating

yeæs for varying lengths of time, depending on their age. See the Act's amendments to 40 ILCS 5/2-

ll9,l(a-2), 40 ILCS 5/14-l l4(a-2),40 ILCS 5/15-136(d-2), 40 ILCS 5/16-133.1(a-2). The

defendants admit that these amendments will reduce the AAI amounts that certain pension system

members receive. See, e.9,, Answer to Heaton Amended Complaint, ftl 13,47,51,57,61,65;

Answer to Harrison Complaint, $ 98; Answer to SUAA Amended Complaint, lll 142-45.

c. The defendants admit that Public Act 98-0599 also imposes a new cap on rhe

pensionable salary of members of certain State reti¡ement systems. See, e.g., the Act's amendments

to 40 ILCS 5/t 6- l2l ; see also, e .g. , Answer to Harrison Complaint, llf 100-0a; Answer to Heat¡n

Amended Conrplaint, ff 49, 67. That cap is the greater of: ( l) the salary cap that previously applied

2
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only to members who joined the reti¡er¡rent system on or after January l, 201l; (2) the member's

annualized salary as of June 1, 2014; or (3) the member's annualized salary immediately preceding tlre

expiration, renewal, or amendment of an employment contract or collective bargaining agreement in

effectonJunel,2Ol4. SeetheAct'sámendmentsto40ILCS5/14-103.10(h),40ILCS5/15'lll(c),

40 ILCS 5/l 6-l2l ; see also the Act's amendments to 40 ILCS 5/2- 108. The new cap will reduce

amuity payments, which are based in part on a persion system member's pensionable salary.

d. Public Act 98-0599 also raises the reti¡ement age for members ofcertain State

retirement systems on a sliding scale based upon one's age. See the Act's amendments to 40 ILCS

5i2-ll9(a-l),40 ILCS 5ll4-107(c),40 ILCS 5/15-135(a-3),40 ILCS 5/16-132; see also, e.g.,

A¡swer to Harrison Complaint,'flfl 106-07; Answer to Heoton Amended Complaint, tltl48, 52, 58,

62,66; A¡swer to SUAA Amended Complaint, fl 68.

e, The Act also alters "the method for determining the 'effective rate of interest'

used to calculate pensions for members under the money-purchase formulas included in Articles l5

and l6 of the Pension Code." See Defendants' Affirmative Matter,'tl 10; fuiswetto SUAA Anrended

Complaint, flJl 6a-67; see also the Act's amendments to 40 ILCS 5/l 5-125 and 40 ILCS 5/l 6- l I 2. It

is uncontested that this change, too, would reduce pension annuity payments,

3. The defendants concede that the Act diminishes and impairs the benefits of

membership in State reti¡ement systems. [n their affumative matter, the defendanrs assert that the Act

is nonetheless justified as an exercise of the State's reserved sovereign powers or police powers. The

Court frnds as a matter of law that the defendants' affrmative matter provides no legalty valid

defense. The Coufi "may not rewite the pension protection clause to include restrictions and

limitations that the drafters did not express and the citizens of Illinois did not approve." Kanerva,

3
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20l4lLll58ll,.l4l. ThePensionProtectionClausecontainsnoexception,restrictionorlimitation

for an exercise of the State's police powers or reserved sovereign powers, lllinois courts: therefore,

have rejected the argument that the State retains an implied or reserved power to diminish or impair

peruion benefits. See F¿lt v. Bd, of Trustees of Judges Retirement System,l0i lll.2d 158, 167'68

( 1985) (holding that, to recognize such a power, "we would have to ignore the plain language of the

Constitution of lllinois"); Kraus v. Bd. of Trustees of Police Pension Fund of Vill. of Niles, 72 [ll.

App. 3d 833, 851 (1979).

4. Because the Act diminishes and impairs pension benefits and there is no legally

cognizable affinnative defense, the Court must conclude that the Act violates the Pension Protection

Clause of the lllinois Constitution. The Court holds that Public Act 98-0599 is unconstitutional,

5. The Act contains a "[s]everability and inseverability" clause. See Public Act 98-0599,

$97. That provision states that the Act's changes to 39 distinct sections and subsections of various

statutes "are mutually dependent and inseverable from one another," but that the Act is severable æ a

general proposition. /d. That list of 39 inseverable provisions includes certain of the benefit-

reduction provisions that this Court hæ held to be unconstitutional. Therefore, all 39 provisions

identified in the Act's "[s]everability and inseverability" clause must fail. Those inseverable

provisions are significant to the overall operation of the Act. They include, for example, the Act's

mechanism for supposedly guaranteeing firnding of the State pension systems. See Public Act 98-

0599, $97. In addition, "severability" language is not dispositive, Notwithstandrng the presence ofa

severability clause, legislation is not severable where, as here, it is a broad legislative package

intended to impose sweeping changes in a subject area, and the unconstitutional provisions of that

package are important elements of it. SeeCincinnati Ins. Co. v, Chopman,lBl Ill.2d 65, g1-g6

4
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(1998); see also Best v. Taylor Mach, Worlu,l79 llt.2d 367 ,459'6"t (1997)' The Act's provisions

"are all part of an integralbipartisan package." See 98th lll. Gen. Assem., Senate Pro., Dec. 3, 2013,

ar 4 (Sen. Raout). The Court holds that Public Act 98-0599 is inseverable and void in its entirety.

6. The defendants have attempted to create a factual record to the effect that, if a

reserved sovereign power to diminish or impair pensions existed, the facts would jtstify an exerciæ of

that pou'er. Because the Court finds that no such power exists, it need not and does not reach the

issue of whether the facts would justif the exercise of such a power if it existed, and the Court will

not require the plaintiffs to respond to the defendants' evidentiary submissions. The plaintiffs having

obtained complete relie[, the Court also need not address at this time the plaintiffs'additionalclaims

that the Act is unconstitutional or illegal on other grounds. See Kanema,2014lL I I 581 I, tl 58.

Iü/I{EREFORE, the Court orders as follows:

a. The Plaintiffs' Motions are granted. The defendants' cross-motion for summary
judgment is denied, with prejudice, because the Court fulds that there is no police power or reserved

sovereign power to diminish pension benefits. Pursuant to 735 ILCS 5/2-701, the Court enters a final

declaratory judgment that Public Act 98-0599 is unconstitutional and void in its entirety;

b, The temporary restraining order and preliminary injunction entered previousty in this

case is hereby made permanent. The defendants are permanently enjoined from enforcing or
implementing any provision of Public Act 98-0599;

c. Pursuant to Illinois Supreme Court Rule 304(a), the Court finds that there is no just

reason for delaying either enforcenænt of this order or appeal or both; and

d. Status is set for 201 5 at _on any fee petition that one
or more of the plaintiffs nray fìle.

Daie:

Judge John W. Belz

ENTERED:

5
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IN THE CIRCUIT COURT FOR THE SEVENTH JUDICIAL CIRCUIT
SANGAMON COUNTY ILLINOTS

IN RE: PENSION LITIGATION
N0,2014 MR I
Honorable John W. Belz

Illinois Supreme Court Rule l8 Findings

On November 21,2014, this Court entered an order granting plaintiffs' joint motion for

partial surnmary judgment, granting plaintifß' joint motion for judgment on the pleadings on

defendants' affumative defense and the SUAA plaintiffs' motion to strike defendants'

afürmative defense, denying defendants' cross-motion for sumnlary judgment, permanently

rætraining enforcement or implementation of the Act, and hnding that no just reæon to delay

enforcement or appeal of the order existed. Because the November 21,2014 order, which is

incorporated herein by reference, invalidated a state statute, the Court enters these findings

pusuant to lllinois Supreme Court Rule l8:

l. Public Act 98-0599 (the "Act") is unconstitutional in its entirety;

2. The Act violates the Pension Protection Clause of the Illinois Constitution, Ill, Const.

art. XII, $ 5;

3. The Act is unconstitutional on its face;

4. The Act cannot be reasonabìy construed in a manner that would preserve its validity;

5. The finding of unconstitutionality of the Act is necessary to the judgment rendered

and such judgment cannot rest upon an alternative ground; and

6. The notice required by lllinois Supreme Court Rule l9 has been served and those with

such notice have been given adequate time and opportunity under the ci¡cuntstances to defend

the Act.

Enter:

Exhibit B

)
)
)

Date:
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Actua¡ial Cost

Method

Funding Policy

Scenario

Additional
Supplenental
Cont¡ibutions

Beginning in FY2019

Componenls lncluded
In Scenario

2017

2016

2015

2014

2013

Fiscal Year

Additional
Supplemental

Con tribulions
Beginning in FY20l.6

2032

2031

2030

2029

2028

2027

2026

202s

2024

2023

2022

2021,

2020

2019

2018

P¡esent Value of Total
Cont.

Total Cont. Through
2045

2045

2044

2043

2042

2041

2040

2039

2038

2037

2036

2035

2034

2033

90"k by 2045

Baseline - 7/1/2012

Projected Unit Credit

N/A

N/A

1,874

1,817

1,757

1,663

$1,s78

N/A

2,936

2,854

2,777

2,705

2,628

2,555

2.479

2,406

2,340

2,274

2,206

2,739

2,074

2,072

1,947

$28,s68

994,446

4,379

4,283

4,r88

4,094

4,001

3,908

3,816

3,726

3.637

3,549

3,460

3,372

3,0r2

Projected Unìt Credit Tlrrouglr lìY

2015; Entr¡' Age Normal

Thereafter

'100% ARC Funding as a Level

Percent of Pav Over 30 Years

1

N/A

l% Reduction inEEC;Tier I

Pensionable Pay Capped Similarly

lo Tier 2; New COLA Structure

Based on $800/$1,000 per ¡,s¿¡ ef

service limits and lndexed at lìull

CPI Up To and 'I'hrouglìou t

Retirement not Including Currenl

and Future Widows and

Survivors; Age-based Stäggered

Deìay for Tier 1 Actìve Members

Based on Three Year Age Bands;

Ret¡remerìt Age Eligibilit¡,

Increases for Tier I Active
Me mbcrs

1,858

1,82s

1,792

1,758

1,68ó

1,748

1,663

$ 1,578

N/A

2,693

2.629

2,568

2.509

2,452

2,400

2,352

2,300

2,2s1

2,202

2,157

2,1't6

2,076

2,037

2,000

1,964

1,929

'r,893

824,209

$72,267

394

3,03ó

2,998

2,943

2,883

2,820

I 00% ARC Fundi ng as a Level

Percenl of Pav Over 30 Years

2

Projected Unit CreditTlrrouglr FY

2015; Entrv Age Normal

Tlìerea fter

Additiona) Contributìons

Beginning in lìY 2019 and Treated

as a "Pure" Add On

'I % Reduction in EEC; Tier 1

Pensionable Pay Capped Similarlv

to Tier 2; New COLA Structure

Based on $800/$1,000 per vear of

service limits and Indexed al Full

CPI Up To and 'l hroughoul

Retiremenl not lncluding Current

and Future Widows and

Survivors; Age-based Staggered

Delay for'Iier I Active Members

Based o¡r Three Year Age Bands;

Retirement Age Eligibility

Increases for Tier I Active

Members

2,156

2,120

2,08s

1,907

1,792

1,758

1,686

1,7 48

1,663

$1,578

N/A

fi24,207

428

415

409

404

398

2,600

2,920

2,856

1 7qa
2.736

2,679

2,627

1 aJq

2.528

2,478

2,430

2,384

2,343

2,303

2,264

2,19'l

$63,909

Illinois SERS - Public Act 98-0599

Projected Unit Credit Through FY

2015; Entr,r, Age Normal

Therea fter

100% ARC Funding as a Lelel

Percent of Pa¡, Over 30 Years

'I % Red uction in EEC; Tier I

Pensionable Pay Capped Similarlv

to Tier 2; New COLA Structure

Based on $800/$1,000 per,r'ear of

service Iimils and Indexed at Full

CPI Up To and Tltroughout

Iletirement uot lnclud¡ng Currenl

and Future Widows and

Survivors; Age-based Staggered

Delay for Tier 1 Aclive Members

Based on Three Year Age Bands;

Retiremenl Age Eligib¡ìit)'

Lìcreases for Tìer 1 Active

Members

Cont¡ibution Dollar Amoun[ ($ in millions)

Additional Conlributions of l0%

of the Projected Savings

Determined Between the Baseline

arrd Current lm¡:act Scenario

BeginninB in FY 2016 and Treated

as a "Pure" Add On

Additional Contributions

Beginning irr FY 20]9 artd Treated

as a "Pure" Add On

2,:i08

2,457

2,408

2,364

2,321

2,278

2,238

2,199

2,161

1 111

2,085

'r,918
1,807

1,770

1,699

7,718

1,663

$ 1,578

fi24,207

$63,30s

428

422

415

409

401

398

1,300

3,001

2,934

2,871

2,809

2,749

2,666

2,615

2,560
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Funding Policy

Scena¡io

Actua¡ial Cost

Method

2013

Fiscal Yea¡

Additional
Supplemental

Cont¡ibutions
Beginning in FY2016

Additional
Supplemental
Contribulions

Beginning in FY2019

Components Included
In Scenario

2037

2036

2035

2034

2033

2032

2031

2030

2029

2028

2027

2026

202s

2024

2023

2022

2027

2020

2019

2018

2017

2016

2015

2074

2045

2044

2043

2042

2047

2040

2039

2038

90"k by 2045

Baseline - 7/1/2012

Projected Unit Cred¡t

N/A

N/^

38 84%

3892%
389s%
38 99y.

38 97"/.

38 96%

39 04%

39 140/o

39 17%

39 22vo

39 27%

39 3sV"

39 340/0

39 12%

39.21yo

39 22"/o

38 440/0

36 120/0

N/A

42 44ï.
42 44%

42 44yo

42 44./.

42 44%

42 44v"

42 440/"

42 44%

42 44"/"

42 44%

42 44yo

42 44yo

38 87%

3879%
38 77V"

100% ÂRC Fundrng as a Level

Percent of Pay Over 30 Years

1.

Projected Unit Credit Througlì lìY

2015; Errtr¡, Agç Ns¡6¿l
Tlrerea fler

3612%

N/A

N/A

1% l{eduction in EEC; Tier 1

Perrsionable Pay Capped Similar lv

to Tier 2; New COLA Structure

Based on $800/$1,000 Pcr ¡'s¿¡ e¡

service limits and Indexed at Full

CPI Up To and Throrrghout

Retirenrenl nol Including Current

and Future Widows and

Survivors; Age-based Staggered

Delay for Tier 1 Active Members

Based on TIlree Year Age Bands;

Retiremenl Age Eligibility

Increases forT¡er I Active
Members

388%
30 601"

30 970Á

31 170/o

31 33%

31 47%

31 60%

31 74y"

31 88%

32 040/.

3220y.
3239%
3262%

3285%

33 07%

3329%

33 12%

33 79V"

34 074/"

34 330/.

34 63%

3492%
3s21%

35 s0%

35 80%

36 11%

3639%
36 69%

3696%

36 40%

39 03%

38 44%

Projected Unit Credit Tlrrough FY

2015; Entry Age Normal

Tlrereafter

I 00% ARC Funding as a Lcvel

Percerrt of Pav Over 30 Years

38 04%

36 69%

36 96%

36 40%

39.03%

38 44./"

36 12%

N/A

Additional Contributions

Beginning in t-Y 2019 and Trealed

as a "Pure" Add On

I % Reducliorr in llEC; f icr I

Pensionable Pa¡r Cappecl Simtlarlv

to Tier 2; New COLA Structure

Based on 9800/9.1,000 pcr vear of

service limils and lndexed al Full

CPI Up To and Throughout

Ret¡rement nol lncluding Current

a¡rd Future Widows and

Survivors; Age-based Staggered

Dela,rr for Tier 1 Actrve Members

Based on'Ihree Year Age Bands;

Ret¡re¡nent Age Eligibility

lncreases for T¡er I Act¡ve

Members

4 21%

4 250/0

4 29yo

4 34./.

4 390/0

4 44%

29 810/0

34 410/"

34 640/0

34 87%

35 12%

35 39%

35 710/0

36 02%

36 330/0

36 65%

36 98v"

37 35./.

37 73%

38 11%

3B 50%

38 89ô/"

39 29%

39 69%

40 10%

40 520/0

Itlinois SERS - Public Acf 98-0599

Projected Unit Credit Tlrrough FY

2015; Entrv Age Normai

Tlrerea fter

100% ARC Fundtng as a Level

Percent of Pa), Over 30 Years

3

Addition¿l Contributions

Begìnnirrg in FY 2019 and Treated

as ¿ "Pure" Add On

I % Reductron in EEC; Tier 1

Persionable Pav Capped Simrlarl,v

to Tier 2; New COLA Structure

Based on $800/$1,000 per vear of

service limits and lndexed at Full

CPI Up To and Throughout

Retirement not Itrcluding Current

arìd Future Widows and

Survivor s; Age-based Staggered

Delay for Tier 'l Active Member s

Based on TIrree Year Age Bands;

Retirement Age Eligibilitv

lncreases for Tier I Active

Members

3871%
39 08%

39 43Vo

39 780/.

40 130/.

40 520/,,

3825%
37 01%

37 21'/o

36 680/"

39 030/0

38 410/.

36 12%

Cont¡ibulion as r Percent of Payroll

Additional Contributions of l 0%

of tlìe Projecled Sav¡ngs

Determrned Between tlìe BaseliDe

and Current lmpact Scenario

Beginning in FY 201 6 arrd Treated

as a "Pure" Add On

4 210/"

4 23%

429%

4 34%

4 39%

4 44%

14 90%

3536%
35,5870

35 8r%

36 05"/"

36 3t%
36230/"

36 520/"

36 800/0

37 090/"

37 40%

37 730/.

38 07%

38 40%
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Prepared January 17, 2Ol4

Public Act 9&0599 (Senate Biil f)
Comparison of Contributions and Actuarial Accrued Liability

($ Amounts in Billions)

the State

Results of the June 30, 2013 Actuarial Valuation
updated to reflect the provisions of Public Act 9&0599

Results of the June 30, 2013 Actuarial Valuation

Con¡ributionsLiabiliW MeasuresContributions
Actuarial
Value of
Assets

Unfunded
Accrued

Actuarial
Accrued Funded

Ratio
School

District

Federal

FundsMember State Total

Actuarial
Accrued

Liabilitv

Abtuarial
Value of
Assets

Unfunded
Accrued

LiabiliW
Funded

RatioJune 30

Year
Ended

Fedenl
Funds

School

DistrictMember State Total
$ 79.54

84.67
-8ó90

E9.ll
91 32
93.50

48.0%
49.2o/o

51.4o/o

5l.6Yo

52.3o/o

52.1Yo

$ 38. ló $ 41.38
-4r.68- 42.99

44 67 42.23

45 94 43.11

47 77 43.55

49.32 44. 18

$ r00
0.94

0.97

r0l
1.04

3.44 $

3 4l
2.63

2.65
275

$ 0.12 $

0.t2
0. r3
0. l4
014

0.10

0.03 -

0.01

0.0 t

0.0 t

4.66

4.50

3.74

3.8 r

3.94

$
20 13

20t4
2015

2016
2017
2018

1.00 $

105
1.09

r. t3
r.l8

0.12 $

012
0. l3
0. l4
0. r5

010 $

0.03

0.03
003
003

344 $

3.41

3.49

3.57
3.73

4.66
4.61

4.74

4.87

5.09

$

$ 93.89 $
' 97.87

l0 1.93

106.09

I10.33
11465

38.1ó $

41.ó8

44 83

47.09

50.00
s2.69

55.73

56. l9
57. l0
59.00

ó0.33

61.96

40.6o/a

42.60/o

44.|o/a

44.4o/o

45.Jo/o

46.0o/o
95.ó9
97.86

r00.02
t02.t7

5 r.07

53.22
55.49

57.90

44 62

44.64

44.53

44.21

53

56

104.32 60.48 4].84' 5

2.99

3.40

3.50

3.60

r.08
t.il
l. l5
t.20

0. r5

0.r5
0. t6
0.t'l

0.01

0.0 r

0.00

0.00

423
4.67
4.8 r

4.97

0. 18 0.00 - ' "3.7 l- '5. 141.252023

2019
2020
2021 -

2022

003
0.03

0.03
003

386
4.01

4.t7
433

t23
r.28

1.33

r.39

0. l5
0.r6
0. 17

0. r8

5.27

548
5.70

5.93

451 6.191.45 0.20 0.03

119.06

123.57

128. I 5

132.83

55.48

58.40

61.46
64.67

ó3.58

65.t7
66.69

68. l6

46.6%

47.3o/o

48.ïo/n

48.7o/n

137.60 68.08 69.s2 49.5%
59 4o/"

60.9o/o

62.6Yo

64.50/o

r06.45-. __63.25 ._- 43.20

108.57 6ó.15 42.42

l 10.69 ó9.31 41.38

I 12.80 '72.74 40.0ó

38.45 66.5yoI 14.89 76.442028

2024
2025
2026
2027

15t
r.58
t.64
t.7I

468
4.86

5.06
5.26

6.44
6.7 t

6.99
7.29

0.22

0.24

0.26

0.29

003
0.03
003
0,03

7.55178 0.28 0.03 5.46

142.46

r47.39
t52.40
t57 45

71.68
't5.48

79.52

83.80

'10.78

7r.91
72.88

73.65

50.3o/o

51.2o/o

52.2"/o

53.2"/a

162.51 88.28 74.23 54.3o/o

1.30

1.33

1.39

1.45

0.20
0. r6
0. t9
0.21

s.32

5.43

5.ó3
5.84

0.00___ _ 3.82 _

0.00 3.94

0.00 4.05

0.00 4. 18

0.23 0.00 4.30 6 041.5 I
68.7o/o

7l.l%o
73.8o/o

7 6.7o/o

I16.94 -
I t8.97
tzl .04

t2f .07

80.35

84,59

89.27

94.35

36 59

34.38
3t.77
28 72

25.35 79.7o/ot25.07 99.722033

2029
2030

203t
2032

74.58

74.69

74_53

74.04

55.5%
56.7o/a

58.0o/o

59.4o/o

t67.56
172.58

177.54

r 82.4 t

t87.15

92.98

97.89
103.0 I

108.37

113.94 '13.21 60.9o/o

ó.r5
639
6.62

684

4.43

4.57

4.71

4.84 '-

0.t8
0.21

023
'0.26

0.00
0.00

0.00

0.00

L54
l.6l
r.ó8

t.74-

692t.76 0. t9 000 4.91
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A summary of the provisions of Publ¡c Act 9&0599 effective June l,2OL4 includes:

' Active Tier I Members Salary Contr¡bution Decrease Írom 9.4% to 8.4%
. Creditable Earnings Cap for Tier I Members at the Ïer ll salary cap, w¡th members salary cap set at

the¡r 2014 salary if higher
' lncreased Ret¡rement Age for Tier lActive Members by adding four months to the prev¡ous statutory

retirement age for every year that a member is under age 46 for a maximum delay of five years

' New COIA Formula and Rates for Ïer I Act¡ve and Retired Member

' COIA is 3% of the lesser of the member's current pens¡on and a "pension threshold." The pens¡on

threshold for a member is initially set at S1,O0O mult¡plied by the members total.service. Annually
beginning in 2016, the 51,000threshold multiplierwill be ¡ncreased by the rate of ¡nflat¡on, but the
rate will not fall below 0% in case inflation is negative.

. As long as a member's pension is less than their current pension threshold, when the member
is eligible for a CO[A it will be 3 percent compounded, which means calculated from the
member's current pension.- ' Once a membe/s pension e!uals or exceeds their threshôld, the COLA calculation changes.
The COLA in every year then becomes 3 percent of the membe/s current threshold amount.

' Staggered COLA Forfeiture - Tier I active members who ret¡re on or after July 1, 2014 would forfeit at
least one Co[À iàcrease, and as many as five increases, based ön a-slidirig scále t¡eä tò the member's
age at the t¡me the law takes effect, which is June 1. Any TRS member eligible to ret¡re that does
retire on or before June 30,2014 will not have to forfeit any COLA ¡ncreases.

'Actuar¡al BenefitCalculationChange-themoneypurchaseformulainterestrate¡schangedfromthe
mandated 6 percent (for crediting interest) and 8 percent (for determining factors) to a single floating

- 'rate. The new floating rate is the intérest rate on a 3o-year U.5. Treasirry bond pluiZS basis þoints. '

(0.75 percent). The rate currentlywould be under5%.
'StateContr¡butions-Statecontributionsarethesumofa)thebasecontribut¡'onplusb)supplemental

pension contribut¡ons plus cl âddit¡onal 10% savings contr¡but¡ons ---
a) Base state contr¡bution - The base state contribution ¡s set at a level percent of pay from now

through 20¿14 that will result in TRS being 100% funded on June 30,2044 on an entry age

normalcost basis.
b) SupplementalPensionContributions- ApercentatesetatS5.4S%forTRS(ascommun¡cated

to Buck by TRS 12/17 /13l of a "supplemental" payment of S36a million in FY 2019 and S1

billion in FY 2020 and every year after that unt¡l the unfunded liability ii'paid off- These
additional contributions are not used to calculate/reduce the base state contr¡bution until, '

TRS is 100% funded. Supplemental Pension Contr¡butions are projected to cease in FYE 2039.
c) AdditionalStateContr¡butions-beginnìngínFY2016thestatewilleachyearearmarkl0/oof

the sav¡ngs the state will realize from the lav/s prov¡sions to TRS. The savings are based on A
minus B below:

A- the contribut¡on that would have been determined under pr¡or law for the year
B. the sum of the Ease State Contribut¡on and the Supplemêntal Pension Contributions

for the year
Optional Defined Contr¡but¡on Retirement Plan - an opt¡onal DC plan would be made available for up
to 5% of Tier I membersi Biven that this OC plan is intended to be cost neutral we have not explic¡tly

- - . valued this plan.

ln preparint th¡s analysis, we followed the provisions of Public Act 98-0599 except as follows:
'wewereinstructedbyTRSStafftokeeptheFYE2015statecontribut¡onunchangedats3.4lbillion.
' The provisions for early retirement were internally inconsistent w¡thin the legislation. To remedy

that, we assumed that the age 60 in Section 16-133(8), which defines the age from which benefits are
' reduced for early ret¡rement, is increased to be consistent w¡th the other early retirement changes
found in Public Act 98{955.

Teachers' Retirement System of the State of Illinois
Public Act 98-0599 (Senate Bill f)

Provisions Valued and Commentâlï

Prepared January 17, 2014

Observations

ihere are changes in the funding provisions in Public Act 98-0599 when compared to proposals that

Buckhasanalyzedoverthepastfewmonths. Thisanalysis rèsults¡nlowersavingsthanthosethat

mav be expected as follows:
. The Ease State Contribution in past analysis was based on employer normal cost plus a 30 year

closed amort¡zat¡on of the current unfunded actuarial accrued liability which results in 100%

funding in 2044. Public Act 98{599 funds as a level percent of payroll which results in a funded -

rat¡o of 1OO% in 2044, which is different. All else being equal, the prov¡s¡ons of Public Act 98 -0599

resulted in lower base state contr¡butions for the first several years of the projections.

. The Supplemental pension Contr¡but¡ons ¡n past analysis was based on 61.49/o being allocated to

TRS; we were ¡nstructed by TRS to use 55.45% for this analysis based on the June 30, 2O13 funded

rat¡os of the impacted systems. All else be¡ng equal, th¡s resulted in lower supplemental pens¡ons

contr¡butions for this analYsis.
. TheAddit¡onalstatecontributionsdidnottake¡ntocons¡defationtheSupplementalPens¡on' 

Contribut¡ons, which, all else being equal, resulted ¡n lower addit¡onal state contr¡but¡ons for this

analysis.

certificatìons

Future actuarial measurements may differ signif¡cântly from current measurements due to plan

experience differing from that ant¡cipated by the economic and demographic assumptions, ¡ncreases

or decreases expected as part of the natural operation of the methodology used for these

measurements, and changes in plan provisions or appl¡cable law. Becàuse of limited scope, Buck

performed no analysis of the potential range of such future differences.

These results are based on liabilit¡es used for fund¡ng purposes only. They do not reflect any changes

under GASB 67 and 68, which will be effective for fiscal Vears beg¡nning after June 15,2Ot3, and June

lS,2Ot4, respect¡vely. The changes made under the new GASB standards only affect liabilities used

for financial statement accounting disclosure purposes. Except where otherwise noted, the

projections were based on the sam€ plan provisions as were reflected in the June- 30, 2013, actuar¡al

valuat¡on of the system.

Larry Langer and Paul Wilkinson are Members of the American Academy of AAuaries, and meet the

Qual¡ficat¡on Standards of the American Academy of Actuaries to render the actuar¡al opinions

contained herein.

Refer to Side I of this exhibit for important inlormation regarding this analysis
Slde 2 of 2

u*t"S*.,ätt=



l0I 9l0I 9

Nerñ¡l Corr Êrt ÞY..r
qo..d ?dod L.r.l P.r.¡'
AF'ri2¡r¡.. ol Uñl!.d.¿
LnÞiht '¡h torñ.' r¡¿
A¿dl¡on¡l 5ùpphñ.¡r¡l

Ndñ¡l Co.l nlt ÞYc¡r

Cl...d ?.dd Ld.l ?.É.¡l

^ñ.d¡¡¡tiôñ 
ot Uñtudd

No.6¡lC.í ¡ur ÞY.r.
d.'.d P.Ëd br.l tdd.r

^ñôñL¡d6 
oa U.tu¡d.d

l¡¡b¡ht rhh tõd¡.r
5!ppl.ñ..r¡l P¡tñ.ñh

Noú¡lCd nùrSYc¡'Cld
Pdd ld Pñr^md¿¡nd
olUñtu# U¡hliÞvit k?

toÐlmÞlP¡ñr

Nodl Cd øui ÞYc¡¡

CldP.dd hlPtRrr

U.Ul¡Þ rdú Foñrsd

^¿¿itu¡lSFlmt.l

t d tf V
ø h lñ k!!l P.lÑt

l!6dcd Aoj! Y.I CId
bdHP.rd^ñd¡:tcol

Uôtuñd U¡bilirt

C M åd

n.d!..fñ. I €E Coñ,ibt
bt ì4, R.deR E¡ll. a 5A

Ch¡ñ3. Fo..I pú.<h¡r.
l¡doã.a@COL^ oñ

ñihiru6orptior Y.¡r
l.ñ.fir o?Jt@(¡ñd.r.d

bt CPI û.h fwls),
Sk¡pp.d COL{ C¡p

P..rioñ¡bl. P:t ¡t f.t !
P¡t c¡p, O.l¡t ¡.tir.r.nr

n.¿róL.I EE C.Â|FL bt
¡*. R.¿ù< ERI lo a X
Ch¡Ft. ñdrt pu.<h¡r.

l¡ó.ó,! 6 COt^ o.
ñiniruñ of?d.1 t.¡.

b.¡.6t.r Jl@liñ¿.r.¿ bt
cPllÉñ FlxlSl. skigp.¿

æL^ C¡p P.¡riô.¡bl. P¡t
.r Í-: ?¡tCrp,O.Lt

R.iiFù.ñr 
^f

R.duc.1.. r EEC.ñrdb. Èt
la. R.¿ú(. ERI lo¡ tX
Ch¡¡F ñ.n.tPrrh¡r.
r.áoE I6COU oô

ñin¡huñ ot pdo. t.¡.
b.ñ.ft .r tl.@(iñ¿.r.d Þt
C?l Êoñ FWsl, Sli?p.d
COI^,C.p ?.ñtiô^¡bl. P¡t

¡r r..2 P¡y C¡p. O.l¿t
8.1i..F.¡l At.

Rdualld I EE<6dB& l¡
RduaÊÈ ba 5¡,G¡.S ñry
F(h.ç rñÉ l@ COI¡ d
ñinrmuh d FbrF¡r hcñt.r

3l.m(inùê¿! CPlb
ñ¡¡5) SLiFdCOU C.P

Pór'6¡bìc P¡y àtlcr 2 P¡Y C¡P.

ùl¡yhññt^F

Rd6 fic I É Cahb. b,
It RdcERlõ a 5f.
G¡nF F6qPd.r
1¡ô,36COUo¡
h¡.¡ñun ólZi6rF¡r

hftq Sl m(¡.&rd Lf
Cn llñ È2015),sUFJ
@U,C:p kt'rubl. P¡t

il1..2 P¡rC¡p Èl.y
Rdiñd 

^F

RdLRlicr I EEGidB bv la
RdñERlbl5i CbñFñftY
Fó¡r ldoú, ¡@COU d
ûiôiñù olFidE¡r h6( or

rì @(¡.dcrdÞt cPlh
fl201t) 5¡|F¿COU C¡p

Pano.¡ble P¡r ¡llcr 2 P¡y c¡p
ùLt Rêúdt atr

Â¿ ER asa r
7

R.¿ù.. ERI lr a S fdI..¿ R.¿uÉtRl roañ l..I.rlRduñERlÞ 4 5a 6.lic. ¡RduÉ ERI b 4 5t b'l< 2

l6COl^ oñ úinìhuñ
.f ?i.. t.¡. b¿..fir o.

tl@(in¿.rd bY C?l

IGCOL^ on ñi.¡ñúñ.f
p;ú t..r b...fit or tl,@

(¡.¿.r.d bt C?l û.F
lÐt5)

3 ú COI¡ ú hhimñ d
pdorÈrt hditñlr.m

(i.&rd Þt Cñ 1'6
ry¡r5l

I GCOL^ on hi¡iñúñof
?Éort.¡. l.n.fr or t1@

liñ¿.r.d tt Ol Ê.r
afrì5t

øil

l6COl¡ 6ñinh(md pdôr

F¡r hcñro' 3t t (if&¡d by

cñ h Rærr)

I6COU oñ dilmuF olPdo.
F¡¡ Mr.r 3l m tiñkd by

cPt h Ðætt)

l.du¿. Add¡t¡oñ¡l

5uppl.ñ..r.1 P¡Yñ.ñs ¡'
¡ Pu.. 

^d¿ 
Oñ

Atl k¡.6t G¡ñ86 ¡ñd scppl.ñd¡l P¡tñ.ñrt ¡, ¡All hórG¡ñf ú¿ F!ñ¿iñg tn(ìu&bñtuplñul
P¡fd ¡t¡ hE A¿¿ ô iPlñ6àlP¡ffiÈ¡r¡sR.¡;ô Coñpon.ñ!

Conrdbur¡on Ooll¡. 
^ñ.uñt 

(5 i. ñil1¡oñr)

f0090 9-(3I,Ot 5ær! srori rroti ll,ot t
$00s090 9ltaÐ7æl{ t aúi

-ç444.5 1,577 1sa9! 9(ær5 I 5¡5¡ r,ifia t55_{ r5t5{
-$438.8 r,586-8,5221-: -Jlt ¡r,¡¡ 8 sÐt iæ16 r,fs 2 I lta6 t,rla 6

r61325¿35 C -s426. r326t.¡ szót I1,29r ¡ ¡Jr7lbr7 t5i23 r29t2
-$4s5 6 r,671 It¡r6l3267: 9A1 al.q I )2 lJui tsnFll
-5395 I r,7tz.6.sÐ7 5 -f2ll;t.¡l6r ,!tt0:þ19 t,tro ¡-!19 7 t,l92J

,JIæ 6 -5280.7 1,755 59t!¡ 0¡,5S 6 r.55¿0 sla IÍæ t 6176 rJ$ 5

-s289 9 1.79 7-l¡at ¡-sltr 2 -3t;t IL165 t!59{ t s9i r.57i2æ2r
-$298.1 t,u5z-31D, .l¡6t tt598 33D S@ t.76t 5 47 g8
-$305 4 r,892 0tæ2 ( .túr:t615l -921708 t,æ8 0 ¡€i3 ¡,ffs.

l-937-l.tl2 i -9308.6ø -5223 ft6¡l r.6tl92021 r 855¡ l,a! l
-s307 4 1.979 7-a22Li!q7 ó t2{l:æ5 ¡ asj ga s2
-9310.3 2,0289.5¡70 0 -52ai (t.7t0 7 3at0 Iæ6 r9!7 I,S3 6 t617

2.079 7.12ó¡: -s3r2.399La -t292 5t.7lt 0 l74l!827 2d(ó tt
-s308 5 2.127 2-rls:-15t5: ,r¡t5 2267 t,z{t a t,na0M liatJ
-s103 6 2,7759$3/sì31 1 -tt7, I¡æ 2l@J ti7¡6 u rro' 5

-s282 4 2,2209.s3$l .atÌ1 7tt!2 .3t;t IN 2llo I @¿r t.Ð2 9

2.267 7.ttD: -9280_43570: .sñ ¡tls 0 I 8r¿0æ¡ 2 ðta tg9
-szn.o 2,321.5$Ji 2-tt9a I s¡t¡ 7&2 2 262-3 t4Jt t.8a7 6

-szm-3 2,382.59¿6 7 glt,9{¡ 2 *261æ Ð)7 ¿ t.ø t
-Í285 6 2,4&.1-tß6 .gr¡ itm5 g.)u 2t¡0 r 7l¡l t9lta
-s27i2 2520 9ru0-s( 49Ðs ¿at5 2 t.74_1 2,0r5J
-szç8.2 2.574.3,s7t6 ¡ .J516 7& ¿:tr 8 ¿0t9
-s2{0-8 2,6%.2JØsTtLt .3;52 4Ãt1 Llt 7 ttno ¿029 r

-s221-8 2.695 2-!2-¡91 0-t7a9 \ 3¿r@ !@ LAT a r¡st a frro tt3
-s20r3 2,755852 t3' Ir;t9 s l¿ti7 rÐ Lrl50 t,8tl t ttr 9

-$r,7{1 6 2,817.9t¿.62.1¡50 7 -97 s7 62t 1& 2tua ¡F5t ¡59 
' -sLzlL{ 2.8&3 3J2 695 {.t9x 2 l¡,ó9t ¡&l 2,8 

'O
J 9æJ ¡61 ó l6l 6

SUBS

2500 506

SR 24



.q7G 174 -2,7Ð Il6t 7 ,rt¡o9la2 t,9J2 ¡ t,9ÐJ t6¡ t
-LÉ7 6Jt il¡l -!¿gJ: .qgr ¡l.@.¡ rt5¿ r&oæ
-2.937 2-52.gJU 9919( s¿9 t9 Irs54 J.os I t55-9 re3
-1,ú7 5-9@¡ -s2.q I -3¡.* Itil Itt2 t7t.lú5 ! ¡90

-%,att Ð29. -s23Ã67.49Lat67 -t¿r to.lTd¡lC..r n@31ñ tr.65 g9s! g¡1166

-sz)Ã67.1
.fim.4

-9,¡D I -tam ¿

-t¿Io! -tã,aD I

Cuhul¡rii.Cà¡n3. ¡ñ

Tdi C.rÈ ñ@th M ø0 -t¿t rof

-Ð
-sz{s9.1-49.5 -@t

-f¿rr0 t -$,81

lñ¿¡ri¿ú¡l C.ñFn.nr
G¡ô3. ¡.1o1¡l Co^t

nrôltt dl
so -3¿t toi

-9rßszo-s4.6s3.( -s4,653.(s¿tmo t772aZO tlr2¡9,0 tl72t9o -s4,630-0

.q¡s! o -s4ó30-0 -s{¡53.( -s4,6s3 0
E

s0 -99.0 -g¡tt o -4E52

o

SR 25



FTT-Hffi
No. 118585

IN THE
SUPREME COURT OF ILLINOIS

DEC 4 2014

SUPREME COURT
CLERK

IN RE: PENSION REFORM LITIGATION
(consolidated pursuant to Supreme Coutt Rule 384)

) Appeal from the Circuit Court

) for the Seventh Judicial Circuit,

) Sangamon County, Illinois, No.

) 2014 MR l
) Honorable JOHN W. BELZ

) Judge Presiding

AFFIDAVIT OF CAROLYN E. SHAPIRO

STATE OF ILLINOIS
SS

COUNTY OF COOK

. The undersigned, Carolyn E. Shapiro, being first duly sworn, states:

1. I am the Illinois Solicitor General, and I am one of the attorneys representing the

defendants, Governor Patrick Quinn, et al. ("Defendants"), in this appeal. I submit this affidavit in

support of Defendants'motion to accelerate the docket in this appeal pursuant to Supreme Court

Rule 311(b).

2. Submitted with Defendants' motion is a Supporting Record (identified by the prefix

"SR"), which contains true and correct copies of documents filed in the Pension Reform Litigation,

along with this aff,rdavit.

3 . This direct appeal under Supreme Court Rule 3 02 involves the five cases challenging

the validity of Public Act 98-599 (the "Act") that were consolidated in the circuit court of Sangamon

County pursuant to Supreme Court Rule 384. SR 1-10. On November 26,2014, Defendants filed

a notice of appeal from the circuit court's November 21,2014 order and related f,rndings under

Supreme Court Rule 18, entered on November 25,2014, which declared the Act unconstitutional

)
)

)
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and struck it down in its entirety. Id.

4. Defendants seek an expedited schedule forbriefing, argument, and disposition of this

appeal in light of the great public importance of this case and the effect the Court's decision will

have on formulation of the State's budget going forward, including the budget for fiscal year 2016

(starting on July 1,2015), which realistically must be completed by May 31,2015.

Summary of the Proceedings Below

5. The complaints in each of the five consolidated suits alleged that the Act's changes

to pension benefits violate the Pension Clause of the Illinois Constitution (art. XIII, ç 5).

Defendants' ans\¡/ers to each of the complaints alleged, as affirmative matter under Section 2-6 1 3 (d)

of the Code of Civil Procedure, that the Act was a reasonable aud necessary measure to advance an

important public interest in light of extraordinary, unforeseen circumstances, and therefore

represented a proper exercise of the State's police powers with respect to constitutionally protected

contract rights. Defendants alleged that these circumstances included events related to the Great

Recession that dramatically increased the state retirement systems' unfunded liabilities and

conesponding state contributions, and that simultaneously greatly reduced the revenues available

to make those contributions and to address other critical public needs, for which the State had

already reduced spendìng significantly over the past decade. Plaintiffs filed a consolidated reply to

this affirmative matter and thereafter filed three separate motions - a motion for summary

judgment, a motion to strike, and a motion for judgment on the pleadings - maintaining that the

police powers doctrine applicable to all other contracts, including contracts with the government,

does not apply to the contractual relationship established by the Pension Clause. Defendants

separately filed a motion for summary judgment and supporting materials that set forth both the

2
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economic and fiscal circumstances leading to passage of the Act, including several earlier reforms

that did not change current members' pension benefits, and the economic and f,rscal effects of not

implementing the Act.

6. The circuit court ordered briefing and argument first on Plaintiffs' motions.

Following that briefing, the circuit court requested the parties to submit proposed orders and, on the

day after oral argument, entered a six-page order adopting Plaintiffs' proposed order with minor

changes. SR 3-8, 11, 13-18. That order concluded, in particular,that the contractual relationship

protected by the Pension Clause, unlike all other contract rights, is not subject to any exception for

an otherwise legitimate exercise of the State's police powers, and that the Act's provisions reducing

future benefit increases therefore violate the Pension Clause. SR 3-8.

7 , The circuit court's order furtherprovided that, notwithstanding Section 97 of the Act

making some provisions "inseverable" and declaring the remaining provisions "severable," none of

the Act's provisions were severable from the provisions the court found to violate the Pension

Clause, and the Act was therefore void in its entirety. SR 6-7.

8. The order permanently enjoined implementation of the Act, and it further included

a finding pursuant to Supreme Court Rule 304(a) that there was no reason to delay enforcement or

appeal from its decision. SR 8. A few days later, the court supplemented that order with findings

pursuant to Supreme Court Rule 18. SR 9. Defendants then filed this appeal. SR 1-10.

The State's Budget Procedures

9. Pursuant to Article VIII, Section2(a) of the Illinois Constitution and Section 50-5

of the State Budget Law, 15 ILCS 20150-5 (2012), the Govemor must submit his budget proposal

for the fiscal-year 2016 budget to the General Assembly, including a description of all projected
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receipts and expenditures, by February 1 8, 2015. Pursuant to Article VIII, Section 2(b) and Article

fV, Section 8(d) of the Illinois Constitution, the General Assembly must then pass a law that makes

appropriations for all expenditures of public funds by the State, does not appropriate funds for fiscal

year 2016 that exceed the funds estimated to be available for that year, and is limited to the subject

of appropriations. ln addition, pursuant to Article fV, Section 10 of the Illinois Constitution, if the

General Assembly does not pass this appropriation law (commonly refemed to as the annual budget)

by May 3l,2015,that law cannot take effect by the start of the fiscal year absent the vote of a three-

fifths majority of the House and of the Senate.

Reasons for Seeking Expedited Proceedings in this Appeal

10. The Court's ruling in this appeal is directly relevant to that budget process. As

disclosed by materials included in the circuit court record (and in the Supporting Record submitted

with Defendants' Rule 3 I 1(b) motion), the Act changed the schedule of state contributions to the

affected retirement systems so that, compared to prior law, the State's proj ected annual contributions

would be reduced by about $ I billion per year in the early years of the Act's application. SR 20-26.

The circuit court's judgment consequently creates uncertainty about whether the State must find

alternative means to cover the multi-year budget shortfall that would result if those contribution

reductions are unavailable. A prompt resolution by the Court of Defendants' appeal will facilitate

critical budget-related decisions for fiscal year 2016 that depend on whether the Act is invalid and,

therefore, whether the State must make long-term reductions in other spending and/or increases in

taxes.
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FURTHER affiant sayeth not.

SUBSCRIBED and SWORN to before
this 3d day of December,20l4

NOTARY PUBLIC

/o--rL
Carolyn E. Shapiro

OFFICIAL SEAL
G. WINNERS

NOTABY PUBLIC, SÍATE OF lLllNols
MY COMMISSION EXPIRES: 4-1-2017

SR 30


